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EB-2009-0332

IN THE MATTER OF the Ontario Energy Board Act, 1998, S.O.
1998, c. 15, (Schedule B);

AND IN THE MATTER OF an application by Horizon Utilities
Corporation for an order approving the recovery of certain
amounts related to an unforeseen loss of revenue to be effective
January 1, 2010.

HORIZON UTILITIES CORPORATION (“HORIZON UTILITIES”) RESPONSES TO
ENERGY PROBE RESEARCH FOUNDATION INTERROGATORIES

DELIVERED DECEMBER 1, 2009

Interrogatory # 1
Ref: Manager's Summary, page 3

The evidence at Paragraph 1.8 states that the Applicant provided notice of its concerns
regarding the announced shutdowns of three of its Large User Class to the Board by letter on
December 23, 2008 and the consequences it anticipated. Further, it provided notice that a Z-

factor claim might result.

a) Please provide a copy of the letter referred to in Paragraph 1.8.

b) Did the Board reply to the letter referred to in Paragraph 1.87? If so, please provide a
copy of the Board's reply to Horizon.

Response:

a) Please refer to Horizon Utilities’ response to VECC interrogatory #2.

b) No, the Board did not reply to the correspondence from Horizon Utilities.
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Horizon Utilities Corporation

Responses to Energy Probe Interrogatories
Delivered: December 1, 2009
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Interrogatory # 2
Ref: Manager's Summary, pages 7 & 8

The evidence at Paragraph 2.7 states that, despite its plans to defer certain projects from
2009 until 2010, projects which are deemed prudent to defer, the Applicant will not achieve its

maximum allowable return on equity.

a) In which years does the Applicant believe that it will not reach its maximum allowable
return on equity due to the loss of distribution revenue from the Subject Customer?

b) Has the Applicant projected the return on equity deficiency from maximum that it will
suffer in each of the years referred to in (a) above?

Response:

a) Horizon Utilities’ response to this Interrogatory is being provided in confidence.

b) Please refer to Horizon Utilities’ response to Board Staff interrogatories #4(b) and #5(d).
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EB-2009-0332

Horizon Utilities Corporation

Responses to Energy Probe Interrogatories
Delivered: December 1, 2009
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Interrogatory # 3

Ref: Manager's Summary, page 11

The evidence at Paragraph 3.10 states that the Applicant must continue to provide a reliable
distribution system to the Large User despite the dramatically reduced distribution revenue
received from the Subject Customer. As well, the evidence at Paragraph 3.10 notes that the
costs that are allocated to the Subject Customer do not cease because the activity of the

Subject Customer is indefinitely reduced.

a) Please provide the costs directly attributable to the Large User Group for the 2006,
2007, and 2008 rate years, and the projection for 2009 and 2010.

b) Inthe EB-2007-0697 (Horizon 2008 Rates) proceeding, the Applicant noted that the
Large User allocated share of cost was 6.84%, or $6,487,111 based on a revenue
requirement of $94,859,978. What are the equivalent percentages based on 2008 actual
and 2009 and 2010 projections?

c) Has the Applicant had any customers join its Large User Group since the filing of its
2008 rates application (EB-2007-0697)? If yes, please provide the distribution revenue

projected for any additions.

Response:

a) The 2007 cost allocation model was filed as part of Horizon’s 2008 EDR application (EB-
2007-0697). In the model, the distribution expenses were $76,105,429, of which
$4,841,736 or 6.36% were deemed Large User related. (Accompanying these
responses as Attachment A is a copy of Sheet O1 of Horizon Ultilities’ cost allocation
model, which sets out the calculation noted above.)

Horizon Utilities believes that 6.36% is a reasonable estimation of costs attributable to
the Large User Group for the years 2006 to 2010.

b) The best estimation of percentages for 2009 and 2010 projections is 6.36% absent
updated data upon which to calculate Large Users costs as a percentage of total costs.
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Horizon Utilities will be submitting a cost allocation study as part of its 2011 EDR cost of

service application, at which time these percentages will be updated.

Horizon Utilities notes that the numbers quoted by Energy Probe are taken from EB-
2007-0697 Exhibit H, Tab 1, Schedule 2 Table 5. These numbers represent the
allocation of Revenue Requirement amounts. Said amounts include the allocation of

costs addressed in question 3a) above.

No new customers have joined the Large User Group since Horizon Utilities’ filing of the
2008 rate application (EB-2007-0697).
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ATTACHMENT A

REFERENCE: ENERGY PROBE QUESTION
3(a)
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20086 Cost Allocation Information Filing
< Horizon Utilities Corporation

- Second Run N
1 2 3 [] 7 8 9
. Residential . GS <50, GS>50-Regular Large Use >5MwW Street Light Sentinel Unmetered Scatterd Load
Distribution Revenue (sale) 82,505,947 mv.vmu.@ow ﬂm. wam.»aw 3T a.Awo.:N m.qwo.mn_ 3375,987 13,595 m_nwk»u
mi 581_335 $5,303,694 $940,621 $553,855 X $710 $228,211

$10,275,760
$11,334,138
$12,289,604

$5410,845
$7,535,658
$7,344,327
$10,301,257
$5,133,724

Direct Allocation
NI Allocated Net Income (Ni)

Revenue Requirement (Inciudes Ni)

Rate Base Calculation

dp Distribution Plant - Gross
9p General Plant - Gross.

" #ccum dep. Accumulated Depreciation
€0 Capital Contribution
Totad|

cor

$389,223,488
$33,899,502

Equity Component of Rate Base
zlsnﬁstggts
Net income on Direct. Allocation Assets

. RATIOS ANALYSIS

REVENUE TO EXPENSES %
EXISTING REVENUE MINUS ALLOCATED COSTS
RETURN ON EQUITY COMPONENT OF RATE BASE

$7.426431

$11,678,610

27.75%

$2,149,349
$1,364,440
$2,012,014

$1,960,469

$3,914,947 |

$13,953,202

T ($1,970,218)

$899,690 |-
(185,205
$o
Fs1es205)

50.98% |

(278,626

-20.59%)



